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Abstract
This paper centers on assessing the socio-economic impact of electronic banking business
in Sub-Saharan Africa, while critically observing the role that emerging FinTech ecosystems
play in deepening economic inclusion and access in developing countries. Extensive related
literatures were consulted which were integrated into this new body of knowledge, which
has been one of the recommended areas for future research. Research hypothesis were
derived to validate relevant findings. This study aim to provide transparency on whether
the development of digital payments business and FinTech ecosystems are having a
synergistic positive impact or otherwise, on the economic well-being of developing countries.
It will also support potential foreign investors and multilateral development agencies on
relevant socio-economic factors to note, while expanding into or supporting development
in developing countries. The implication of this is for policyholders, multilateral development
organizations, investors, donor agencies and governments to be conscious of the real impact
and take perceptual measures where and when the need arises.
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1. Introduction
Digital payments systems also known as electronic payments systems play a key role in every economy, being the
channel through which commercial resources flow from one sector of the economy to the other. Most countries of the
world, especially developing countries rely predominantly on cash for most payment transactions. The limitations
associated with cash payments such as high cost of cash handling, security, and inefficient flow of commerce has led to
the emergence of alternative payment channels such as modern digital payment technologies which have been pioneered
by Financial Technology companies also known as ‘FinTechs’ (Patil et al., 2017). Though cash payments cannot be
eliminated however, modern digital technologies have turned traditional cash-based payments systems into a cashless
payments system which is more efficient and effective.

The features of digital payments like cost reduction, ease of use, convenience, safety, and speed made digital
transactions more acceptable than the cash based traditional payments system (Ravikumar, 2019; Gomber et al., 2017).

The effects of digital business is most visible at the microeconomic level of individual, retail, small-sized firms,
wholesale and labor market transactions where there is significant impact on the performance of companies and economic
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welfare of consumers and workers. Indeed, the gains in efficiency and economic benefits at the microeconomic level
exert influence all the way up to the macroeconomic level of GDP and fiscal and monetary phenomena (Heil and Prieger
, 2010).

The development of digital payment business especially in the developed countries in recent times has attracted
generous scholarly assessment and reviews. While some of the reviews focus on the evolution and role of FinTech firms
on the digital payment business development (Teigland et al., 2018). Other researchers focus on the economic benefits
of digital payments business (Alt et al., 2018). Kapoor (2016) also evaluated the topic from a human development
perspective in terms of economic inclusion and access, specifically financial inclusion. Indeed, digital financial inclusions
have been identified as one of the key drivers of the Sustainable Development Goals (SDG’s) of the United Nations
(Arner et al., 2020). This is because digital financial inclusion services captures the ‘unbanked’ population which formed
about 60% of adult population in developing countries (Assembly, 2013). Economic exclusion from formal financial
services is often a symptom and cause of extreme poverty (Winn, 2016).

Despite the abundant volume of literature on this subject for developed countries, research on developing countries
in literature is still limited. The impact of digital payment business on financial inclusion and socio-economic life of
individuals, firms, entrepreneurs and government of developing countries have not received abundant assessment in
literature (Effah, 2016; Ferran and Salim, 2005).

FinTech (Financial Technology) is an umbrella term for innovative technology-enabled financial services and the
business models that accompany those services. In simpler terms, FinTech can be used to describe any innovation that
relates to how businesses seek to improve the process, delivery, and use of financial services (Mention, 2019). The
concept of the FinTech entrepreneurial ecosystem is a fast growing concept that is now been viewed as a template for
economic development (Dapp and Slomka, 2015). The entrepreneurial ecosystem concept represents a new approach to
understanding the geography of entrepreneurship through a focus on the high-growth firms, which are responsible for
the bulk of all new job creation, and the use of holistic models that draw on fields such as clusters, innovation systems,
and social networks (Acs et al., 2017).

The evolution of FinTech enabled digital payments channels such as online, mobile, cards/wallet and other device
based channels emanated from developed markets in America, Europe and Asia pacific and it is now spreading to Africa
and Latin America. According to Ebeiyamba (2014) the rate of development of these digital channels have been
progressively steady in developing countries and not as pronounced when compared to developed countries due to
infrastructural and technological challenges. Indeed, Africa as a continent already has 122 million active users of mobile
financial services, more than half the global total. Its number of smartphone connections is forecast to double from 315
million in 2015 to 636 million in 2022—twice the projected number in North America. Over the same period, mobile data
traffic across Africa is expected to increase sevenfold (Leke et al., 2018).

1.1. Statement of problem

The positive microeconomic impact of digital payments business and FinTech ecosystems especially in developed
economies of Western and Northern Europe, America and Asia cannot be overemphasized. These positive impacts are
manifested on micro and macroeconomic growth indicators such are GDP, human development index, productivity and
employment (Heeks and Bukht, 2018). However, the positive impact of digital business and FinTech ecosystems in
developing countries of Africa and Latin America have been under-researched (Vujica Lazovic and Tamara Durickovic,
2010; Heeks and Bukht, 2018).

2. Literature review
The last two decades have witnessed advancements in information and communication technology which have
empowered societies and changed the entire business landscape with new business and service models (Teigland et al.,
2018). Over the last decade, digital technology has led to transformation at all levels from individuals, organizations,
government and the entire society at large. An understanding of the impacts of digital business and its varied business
models on socio-economic development and growth and how it will impact change is still currently under study especially
in the developed world. This however, has not been extensively researched in the developing economies (Kamel, 2008;
Datta, 2011). The growth in the development of digital business products or services have been facilitated by increased
adoption of the internet, data affordability and availability of smart phones and technology ecosystems such as FinTech
ecosystems.
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2.1. Defining digital payment business

Over the last four decades, the dominant perception is that digital or ICT strategy is a functional enabler of business
strategy. In other words it suggests that IT strategy merely supports an underlying business strategy. This view point
was also reinforced by (Venkatraman et al., 1993) that business strategy directed IT strategy despite plethora of calls for
recognizing the impact of IT strategy to shape business strategy and transforming business strategy and business
scope. The school of thought that digital strategy is subordinate to business strategy persisted for a while and was
reflected in a number of studies including studies in business process design, digital outsourcing, IT transformation,
inter and intra company systems, business value of IT, and so on (Chan and Reich, 2007; Hirschheim and Sabherwal,
2001; Luftman and Brier, 1999).

However, the last two decades have witnessed impressive improvements in digital and communications technology,
the internet and world wide web, mobile computing, wireless technology, artificial intelligence, Internet of things, and so
on. Interestingly, this era has seen firms taking advantage of these novel improvements in digital infrastructures to adapt
their business infrastructure to the emerging digital business order. These digital technologies are fundamentally
reshaping traditional business strategies, global business process management (Kohli and Grover, 2008; Rai et al., 2012)
and transforming the structure of social relationships both in the consumer and enterprise states with social media and
social networking platforms (Susarla et al., 2012). Digital technologies are also breaking new grounds by creating
entirely new industries and disrupting existing industries across borders and boundaries (Burgelmann and Grove, 2007).
Bharadwaj et al. (2013) defines digital business as a business which uses technology to formulate and execute business
objectives leveraging digital resources to create differential value.

2.2. Defining FinTech entrepreneurial ecosystems

FinTech is recognized as one of the most important innovations in the financial industry and is evolving at a rapid speed,
driven in part by the sharing economy, favorable regulation, and information technology. FinTech is reshaping the
financial industry landscape by disintermediating financial services and creating new frontiers of digital payments to
drive economic growth (FinTech, 2015). In recognition of the catalytic capacity of FinTech entrepreneurial ecosystem to
stimulate economic growth, governments all over the world have been giving support to FinTech ecosystems since the
2008 financial crisis (FinTech, 2015).

2.3. Nexus between digital business and FinTech entrepreneurial ecosystem

The role of FinTech ecosystems in the development of digital business is best expressed in recent innovations and
advancements in the digital payments and digital financial services landscape. FinTech startups are indeed challenging
the status quo with innovative propositions, trying to disintermediate financial institutions from their traditional function
of payment service providers (Omarini, 2018). According to Mellon (2015), consumer, retail and corporate payments
FinTechs include mobile wallets, e-commerce, peer-to-peer (P2P) mobile payments, foreign exchange and remittances,
payments, and digital currency solutions. Approaches to digital payments services includes but not limited to: electronic
payments, e-commerce/internet payments, charging to a phone bill, near field communication (NFC), barcode or QR
code, a credit card on mobile websites, a mobile phone card reader, and direct mobile payment without using credit card
companies such as mobile USSD solution and mobile apps (Li, 2016).

The socio-economic impact of digital business and the contribution of FinTech ecosystems to the economic well-
being of developed economies has been well documented in literature. Indeed there has been sustained focus in terms
of investment and resources in the FinTech space in Europe, Asia and America (Mention, 2019; Lee and Shin, 2018). Six
years ago, the FinTech industry attracted $12.2 bn in investment (Accenture, 2016); in 2018, the top 250 FinTech firms
collectively raised more than $31.85 bn (CBInsights, 2018). KPMG’s (2018) FinTech pulse report stated that global
FinTech investment increased from $50.8 bn in 2017 to $111.8 bn in 2018, more than doubling, with an unprecedented
number of deals through multiple channels.

2.4. Research objective

The specific objective of this research study is to evaluate the effects of digital payments or cashless business and
FinTech entrepreneurial ecosystems on the microeconomic life of selected developing countries, by studying the direct
and indirect impacts on consumers, income levels, the informal economy, small businesses and financial institutions. A
secondary objective of this study is to explore the implications for economic inclusion and access in these countries in
line with some specific themes of the SDG’s of the United Nations. This study also intends to discover research gaps
and opportunities for future study with reference to digital payments business and the FinTech entrepreneurial ecosystems
development in developing countries. The outcome of this study will serve as a guide to investors, multilateral
development agencies, practitioners and regulators in the digital and FinTech entrepreneurial space.
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2.5. Research hypotheses

The following hypotheses were generated:

RH1: Digital payments business development is positively related to the existence of FinTech entrepreneurial ecosystems.

RH2: Digital payments business has positive effects on cost optimization and revenue maximization for financial
institutions in developing countries.

RH3: Digital payments business has a positive effect on micro small and medium size businesses in developing countries.

RH4: FinTech entrepreneurial ecosystem has positive effect on economic inclusion for the ‘unbanked’ population (i.e.,
population without bank accounts or access to financial services).

3. Research methods

3.1. Methodology

This study will adopt a combination of qualitative and quantitative data collection methods. The real impact on financial
inclusion, consumer experience, small and medium sized companies, FinTechs and financial institutions as either positively
or negatively influenced is well converged via data analysis. While observations, surveys and personal interviews will
be used to analyze the subjective factors that may not be expressed through data.

3.2. Research scope

Listed countries including, Nigeria, Ghana and Kenya, where there have been strong development of digital business
and FinTech ecosystems will be sampled with frequent visits to analyze recent developments (Leke et al., 2018). A
comprehensive questionnaire will be administered to carefully sampled stakeholders; digital business representatives,
financial institutions representatives, FinTech ecosystems representatives, individuals and owners of small businesses
to validate our arguments and generate new discoveries.

Collected data will be analyzed via statistical packages to identify patterns, draw inferences and conclusions.

4. Expected outcome
The value addition of digital payments business and FinTech entrepreneurial ecosystems as drivers of economic growth
cannot be discounted considering the immediate and long-term socio-economic impact that they have on the society.
However, it is important to have a deep dive and really validate the real value added that they bring to the economy and
economic agents when compared to traditional cash-based payments business channels and their impact to their
societies.

4.1. Traditional financial institutions

In Greenspan (2007) ‘The age of based on studies conducted by (Sumathy and Vipin, 2017) in India, six motivational
factors: security, ease of use, availability, convenience, intention to use, complexity of the technology were key factors
influencing the use of the Point of Sales (POS) terminals in India. The positive effect on the consumer ranges from
convenience to executing transaction from comfort of homes, one stop shopping, more varieties, reliability, reporting
and ability to do transactions anytime and anywhere. A very important negative effect is the sense of lack of security or
compromise of access codes. Despite these negative effects the positive features of digital payments attract many
consumers, especially those in the middle-income level who frequently make use of digital payments (Casado-Aranda et
al., 2018).

4.2. Effect on micro and small scale businesses

There is no generally accepted definition of micro and small scale businesses as changes in price level and technological
advancement typically affects its definition. All over the world, the functional factor often ‘used as criteria for defining
business size are turnover, gross output and employment (Safiriyu and Njogo, 2012). Other factors such as financial
strength, relative size, value, initial capital outlay, and type of industry are also used (Carpenter and Petersen, 2002).
Hence, micro and small scale enterprises have different meanings from country to country. SME’s are often regarded as
the engine room of growth in many economies and very instrumental in promoting private sector development and
alleviating poverty (Ebeiyamba, 2014). Adebiyi (2013) also noted that SME’s creates competitive market pressure, while
they also play important role as sub-contractors in the downsizing, privatization and restructuring of large enterprises.

In developing countries, SME’s do not have the sophistication, class and literacy when compared to developed
countries. Ogu (2011) pointed out the high level of illiteracy among small business owners in Africa makes penetration
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of digital payments difficult. Also, (Ebeiyamba, 2014) also suggested that a good number of SME’s studied in Nigeria
had no bank accounts, hence making them financially excluded. However, the adoption of digital payment business by
SME’s is not an end in itself but should be viewed as a means towards an end. A holistic understanding of how SME’s
are formed, its underlying regulatory framework and how SME’s operate in the developing economies needs to be
evaluated (Taylor and Murphy, 2004).

5. Conclusion
The development of digital payments business and FinTech ecosystems in developing countries requires the attention
of researchers to create some level of transparency to venture capitalist, and other tech savvy foreign investors and add
to the body of knowledge. It is also important to stress that the increasing literature on the ‘digital payments business
revolution’ especially with regards to developing economies is not on itself exhaustive as many aspect need to be
further evaluated.

However, this study will not be the final word on the matter, as further qualitative and quantitative research still
needs to be conducted to validate the expected outcome. This study stresses the importance and economic benefits that
digitalization and entrepreneurial ecosystems brings to developing countries. However, to have sustainable digital
business value proposition in different countries, the resulting effects needs to be properly analyzed and suggested
solutions need to be proposed to the appropriate government authorities, regulators and policyholders for proactive
measures in favor of the economy.
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